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Yes. Since 2003, National Gypsum has made significant investments in several projects 

to reduce energy usage/costs at its Portsmouth facility. Those projects and costs are listed 

in Schedule NUI-MS-6. In addition, National Gypsum 

Please describe the steps Northern has taken to evaluate whether the Customer 

continues to have a viable bypass option. 

Northern's construction personnel have estimated and analyzed the costs associated with 

the Customer's bypass option and have determined that the Customer continues to have 

an economically viable option to physically bypass Northern's facilities by 

interconnecting with the interstate pipeline. National Gypsum estimated the cost of the 

bypass a (Schedule NUI-MS-6). Northern has reviewed the cost estimate 

and found it reasonable. At that cost, the Company believes that National Gypsum's 

bypass option remains economically viable. 

Has Northern performed an analysis of its long-run marginal costs to serve the 

customer? If so, please describe that analysis. 

Yes. Northern used the MCS results which supported the Settlement submitted and 

approved by the Commission in its most recent rate case, Docket DG-17-070, updated for 

inflation through December 1, 2019. The MCS is used as a basis for computing the floor 

price in connection with special contracts. The results ofMCS were based on specific 
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customer-related and capacity-related unit marginal costs and National Gypsum's current 

annual and design-day usage levels. 

Please explain whether the price to be paid by National Gypsum within the Special 

Contract is above Northern's long-run marginal cost to serve this Customer. 

Based on the Customer's existing gas usage and estimated December 2019 rates, annual 

revenues o~ould be generated under the Special Contract. These revenues 

exceed the marginal cost estimate of- p~esented on Schedule NUI-MS-9, page 1 

of 2. Further, the usage rate o exceeds the marginal cost per therm, 

- During each year of the contract, since rates and marginal costs are subject to 

inflation factors, revenues are expected to continue to exceed the marginal costs 

throughout the term of the Special Contract. 

Based on your analysis, do you believe that extending the Special Contract for five 

years will allow National Gypsum to gain an unfair advantage over its competitor? 

No. National Gypsum's competitor, Georgia Pacific, has already bypassed Northern and. 

each company is subject to transportation costs on the interstate pipeline system. Also, 

since the Company is seeking only an extension of the existing delivery service only 

contract, then there should be no additional advantage for the Customer. 

Do you have an opinion as to whether extending the Special Contract for five years 

and modifying it to allow for up to three (3) automatic one-year extension periods is 

just and reasonable and consistent with the public interest? 
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Yes. I believe that National Gypsum's situation continues to present special 

circumstances which render departure from Northern's tariffed rates just and reasonable 

and consistent with the public interest. Extending the term of the Special Contract for 

another five (5) years provides benefits and certainty to Northern and its other customers 

because the annual revenues under the Special Contract exceed Northern's long-run 

marginal costs of ser\ring National Gypsum. Thus, retaining National Gypsum as 

Northern's customer will continue to:'.keep th~ average system costs of transporting gas 

applicable to all ofNorthern's 1itin customers lower than it would be if Northern were to 

Jose this Customer to bypass. In addition, the Special Contract helps the Customer to 

remain competitive and to continue its operations in New Hampshire, which contributes 

to the state's economy. 

Northern is mindful of the fact that the Commission expressed concerns in Order No. 23, 

314 relative to the self-executing extension clause contained in the original Special 

Contract executed in 1999. Those concerns were that because of the length of the term 

of the contract, the circumstances that justified the Special Contract in 1999 might not 

exist in the future, and therefore an extension without Commission review would be 

inappropriate. However, many of the circumstances that justified the initial Special 

Contract in 1999 have continued in the ensuing years and will likely continue for the 

foreseeable future. Thus, for administrative efficiency and to provide certainty to 

Northern, our other customers, and National Gypsum, Northern believes it is appropriate 

for the Special Contract to continue for up to three (3) years beyond the five (5) year 
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extension period requested in this filing. This is accomplished by the self-executing 

extension clause which provides for up to three (3) one-year extensions unless either 

party notifies the other to the contrary at least six (6) months prior to the 

upcoming/applicable expiration date. 

Please explain the need for the instant filing. 

As indicated in Commission Order No. 23, 314 and the Amendment to Agreement 

(Schedule NU 1-3) filed in compliance with that Order, Commission approval is required 

to effectuate an extension of the Special Contract beyond the initial ten-year term. 

Does this conclude your testimony? 

Yes. 


